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IN THE MATTER OF THE PETITION OF NEW
JERSEY NATURAL GAS COMPANY FOR THE
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GAS SUPPLY SERVICE (BGSS) FOR FN 2006
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INITIAL DECISION AND
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OAL DOCKET NO. PUC11951-05

(SERVICE LIST ATTACHED)

BY THE BOARD:

This Order concerns the review by the Board of Public Utilities ("Board" or "BPU") of an Initial
Decision adopting a Stipulation entered into by New Jersey Natural Gas Company ("NJNG" or
"the Company"), the Division of Rate Counsel ("Rate Counsel"), (formerly the Division of the
Ratepayer Advocate) and Board Staff (hereinafter, "the Parties"), wherein the Parties agreed
that NJNG's BGSS rates, previously approved, on a provisional basis should be made final as
discussed herein.

BACKGROUND

On June 1, 2005, NJNG filed its annual BGSS petition seeking to increase its BGSS commodity
charge for all applicable service classifications by $0.0540 or approximately 4.2%, from $0.8921
per therm including Sales and Use Tax ("SUT") to $0.9461 per therm (including SUT), to
become effective October 1, 2005. This represented an increase in BGSS revenues of $25.1
million. Additionally, the Company sought Board approval of a one-year extension of all BGSS
related incentive programs that were approved by the Board in its Order dated November 13,
2003 in Docket No. GR02100760.

By Order dated April 11, 2005, the Board approved the Stipulation in the Company's previous
BGSS filing for fiscal year 2005 in Docket No. GR04060432, in which the parties agreed that the
impact of a 5% self-implementing increase on December 1, 2004, pursuant to the January 6,
2003 Board Order in Docket No. GX01050304, would also be reviewed In conjunction with this
Company filing for the 2005 -2006 BGSS period.



On July 21,2005, due to substantial'increases and volatility in the price of natural gas in the
wholesale market, the Company amended its petition to request that any increase granted by
the Board be effective on September 1, 2005.

Edward Beslow, Legal Specialist, presided over an August 3,2005, public hearing on this
petition in Freehold'Borough. No members of the public appeared.

On August 19, 2005, the Board approved a stipulation of the Parties which provisionally
approved the Company's requested BGSS increase subject to review and refund following a full
review. -

Shortly after the Board's August 19, 2005 Order implementing a provisional BGSS rate increase
for NJNG, Hurricanes Katrina and Rita struck the Gulf Coast, resulting in further increased
wholesale natural gas costs. In response, on November 10, 2005, NJNG, as well as the other
three New Jersey gas distribution companies, filed Motions for Emergent Rate Relief. NJNG
sought to increase its BGSS commodity charge for all applicable service classifications by
$31.36 or approximately 23%, from $0.9461 per therm (including SUr), approved on August 19,
2005, to $1.2597 per therm (including SUr). NJNG sought to have th..is proposed BGSS rate
Increase replace the self-implementing rate increase of up to 5% that NJNG could, otherwise,
self-implement on December 1, 2005. In addition, NJNG also sought Board approval to self-
implement, if necessary, an additional BGSS increase of up to 5% on February 1, 2006.

Legal Specialist, Bethany Rocque-Romaine presided over the supplemental public hearing that
was held on December 6, 2005, at the Freehold Township Municipal Building to address the
proposed increase in NJNG's BGSS rates that resulted from hurricanes Katrina and Rita.
Approximately eight members of the public attended the hearing, of which six members of the
public spoke in opposition to NJNG's proposed BGSS rate increase.

On December 14, 2005, in Docket No. GR05060488, the Board approved a stipulation dated
December 12, 2005, wherein the Parties agreed to a provisional increase in NJNG's BGSS rate
as requested by NJNG in its November 1, 2005 Emergent Motion. The Board's December 14,
2005 Order, in Docket No. GR05060488, further provided that there would be no self-
implementing increases made by the Company during the 2005 -2006 winter period.
Additionally, the December 14,2005 Board Order made clear that the Board's approval was
provisional and would be subject to review and refund, if appropriate, following a full review by
the Parties. The Board also directed Board Staff to initiate a process for retaining an outside
consultant to analyze the gas hedging practices of all four New Jersey gas distribution
companies and to provide the Board with reports and recommendations regarding the gas
distribution companies' hedging practices.

This matter was transmitted to the Office of Administrative Law ("OAL") as a contested case and
assigned to the Honorable Diana C. Sukovich, Administrative Law Judge ("ALJ").

On January 26, 2006, the Parties reached a partial stipulation ("Partial Stipulation") concerning
the NJNG incentive programs currently in effect. The Partial Stipulation did not in any way
address NJNG's provisional BGSS rates approved by the Board on August 19, 2005 and
December 14, 2005 and did not alter the provisional status of those rates. Under the terms of
the Partial Stipulation, the Parties agreed that the BGSS incentive programs approved by the
Board on November 13, 2003 in Docket No. GR021 00760 would be extended for one year to
October 31, 2007.
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It should also be noted that the Company issued a bill credit of approximately' $.19 per therm,
effective for the months of February, Marchand April, 2006 for residential and small commercial
customers billed at the BGSS rates,

On February 10, 20'06, the ALJ issued an Order Approving the Partial Stipulation,

On April 13, 2006, the Board approved the Partial Stipulation. This Order did not address the
BGSS rates approved on a provisional basis by the Board on August 19, 2005 and
December 14,2005.

On June 27, 2006, the Parties entered into this Stipulation wherein they agreed that the issues
raised in this proceeding have been examined and are fully resolved and the provisional BGSS
rates established on December 1,2004, August 19, 2005 and December 14,2005 should be
deemed final. The existing BGSS rate of $1.2597 per therm agreed upon as a final rate in this
Stipulation has since been increased to $1.2716 per therm pursuant to P.L. 2006, c.44, which
increased the SUT from 6% to 7% as approved by the Board at its July 19, 2006 agenda
meeting. It should also be noted that the Company issued a bill credit of approximately $.19 per
therm, effective for the months of February, March, and April, 2006 for residential and small
commercial customers billed at the BGSS rates.

On July 20, 2006, ALJ Sukovich issued an Order Approving the June 27, 2006 Stipulation.

DISCUSSION AND FINDINGS

The Board has carefully reviewed the record to date in this proceeding, including the ALJ's
Initial Decision and the Stipulation of the Parties dated June 27, 2006. The Board HEREBY
FINDS the Initial Decision and Stipulation to be reasonable and in the public interest.
Accordingly, the Board HEREBY ADOPTS the ALJ's Initial Decision and the Stipulation of the
Parties in their entirety and HEREBY INCORPORATE§ the terms of the Stipulation as if fully set
forth herein.

Any over-recovery at the end of the BGSS period shall be subject to refund with interest.

The Company's gas costs and purchasing strategies, consistent with the Board's ongoing BGSS'
evaluation process, are currently being reviewed.

Nothing in this Order shall be interpreted to preclude the Board from taking actions determined
to be necessary as a result of any Board analysis of the gas hedging practices of NJNG.
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Additionally, the Company's gas costs will remain subject to audit by the Board. This Decision
and Order shall not preclude the Board from taking any such actions deemed to be appropriate
as a result of any Bpard Ordered audit.

DATED: BOARD OF PUBLIC UTiliTIES
BY:

~

~Q~
'REDERICK F.
COMMISS10NER

CONNIE O. HUGHES
COMMISSIONER

c

2' /!:'" ;,d
,/~,"c"/ ?~ ~

iJo EPH L. FIORDALISO
COMMISSIONER

~,

CHRISTINEV. BATOR
COMMISSIONER

ATTEST:

f !AfJ~' Jt;r
KRIST! IZZO
SECRETARY
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State of New Jersey
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1~l\~, nI/M/D THE PETmON OF NEW JERSEY

NATURAL GAS COMPANY FOR THE ANNUAL

REVIEW AND APPROVAL OF ITS BASIC

GAS SUPPLY SERVICE (BGSS) FOR

FISCAL YEAR 2006
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INITIAL DECISION-
§EITlEMENT

OAL DKT. NO.. PUG 11951-05

AGENCY DKT. NO. GR 05060488

Tracey Thayer, Esqc,
for New Jersey Natural Gas Company, petitioner

Sarah H. Steindel, Assistant Deputy Ratepayer Advocate, for the Divisionofihe
Ratepayer Advocate, intervener (Seema Singh, Director, attorney)

Babette Tenzer, Deputy Attorney General., for the Staff of the Board of Public
Utilities (Zulima V. Farber, Attorney General of New Jersey, attorney)

Record Closed: June 30, 2006 Decided July 20,. 2006

BEFORE DIANA C. SUKOVICH, ALJ

On June 1, 2005, petitioner fired a petition with the Board of Pub)ic Utilities

'(BPU), 

requesting'that the BPU accept its annual reconciliation filing for petitioner's

BGSS. The BPU transmitted the matter to the Office of Administrative Law on October

27, 2005 for determination as a contested case pursuant to N.J.S.A. 52:14F-1 to -13

The matter was assigned to thjs judge, on December 2, 2005, and atefephone

conference was conducted on January 20, 2006. An. executed Partial Stipulation,.

New Jerteyisan EquarOpportunity Empl()yer



OAL DKT. NO. PUG 11951-05

An Orderaddressing petitioner's incentiveprQgrams, was filed during the proceedings

Approving Partial Stipulation was issued on February 10,2006. The BPU approved the

Partial Stipulation, with a modification, by Order of April 13, 2006. The parties

subsequently resolved the remaining issues, and an executed Stipulation, reflecting
Isuch, was filed on June 30, 2006, on which date the record was closed. Attached

herewith is a copy of the Stipulation

I FIND that the parties have voluntarily agreed to the Stipulation, as evidenced

by their signatures, or the signatures of their representatives., and that the Stipulation

fully dispose of all issues in controversy and is consistent with the law.

Therefore, I CONCLUDE that the Stipulation. meets the requirements of ~.JA..Q.;.

1 :1-19.1 and that it should be approved. Accordingly, it IS ORDERED that the parties

comply with the terms of the Stipulation and that the proceedings in this matter be

concluded
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I hereby FILE my initial deCfsion with the BOARD OF PUBLIC UTILmES for

consideration

This recommended decrsion may be ad()pted, modified Of rejected by -the

this matter. If the Board of Public Util,ities does not adopt, modify or reject this decision

within forty-five (45) days and unless such time limit is otherwise extended, this

recommended decision shall become a final decision In accordance with ~~A.

52:14B~10,

d {

DATE

Rec1iptAcknowiedged

! 

,"'-'"
B UTiliTIESDATE

Mailed to Parties:

DATE
Ijb
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STATE OF NEW JERSEY
BOARD OF PUBLIC UTILITIES

IN THE MATTER OF THE PETITION OF
NEW JERSEY NATURAL GAS COMPANY
FOR THE ANNUAL REVIEW AND
APPROVAL OF ITS BASIC GAS SUPPLY
SERVICE (BGSS) FOR FlY 2006

)
)
) BPU DOCKET NO. GRO5060488
) OAL DOCKET NO. PUCRL 11951-
) 2005N

§TIrULA TIQN

APPEARANCES:

Tracey Thayer, Esq., New Jersey Natural Gas Company fo(thePetitioner, New Jersey

Natural Gas Compa~y

Division of theSarah H. Steindel, Esq., Assistant Deputy Ratepayer Advocate,
Ratepayer Advocate (Seema M. Singh, Esq., Ratepayer Advocate)

Babette Tenzer, Esq. Deputy Attorney General, for the Staff of the Board of PuQlic
Utilities (Zulima V. Farber, Esq., Attorney Genera! of New Jersey) \

TO: THE HONORABLE DIANA SPKOVICH, ADMINISTRATIVE LAW JUDGE AND
THE NEW JERSEY BOARD OF PUBLIC UTILITIES

..
, 2005 New Jersey Natural uas Company (NJNG) filed a petItIonOn June

requesting that the N~w Jersey Board of Public Utilities "CBPUorBoard) accept NJNG' sannual

In the filing the Companyreconciliation filing for its Basic Gas Supply Service (BOSS)

..' .
requested BPU approval tomcrease the BGSS rate apphcable to those customers subject. to the

Periodic BGSS Pricing Mechanism by $0.0540 per therm after tax, effective October 20 05.



increasing the current after tax rate of $0.8921 per thenn to $0.9461 perthenn basedofl then

CUlTent and projected conditions. The Company also sought BPU approval of a one-year

extension of all BOSS related incen~veprograms that were approved by the BPU in Docket No..

GR02100760 by order dated November 13, 2003. The Companyfuither stated that the costs and

recoveries associated with the proposed revisions to the BOSS price would have no net impact

on NINO I S base revenues or return on investment, and would not change NJNO; s income or

rate of return.

2 On July 21., 2005, NJNG filed an amendment to its initial petition in this case,

seeking BPU approval to change the effective date of the requested price increase from October

2005 to September 1, 2005, in light of the significant increases and volatiJity in the market

price for natural gas since the June 1,2005 filing.

3 A public hearing on this petition was held on August 3, 2005, in Freehold

Borough in front of Edward BesI.ow, BPU Legal Specialist. No members of the public appeared

4. In an order dated Augusl19, 2005 the BPU provisionally approved the

Company's request for an increase of $.0540 to the after-tax BOSS rate, increasing the rate to

$0.9461, effective on September 1,2005 and subject to review and refund with interest following

a full review by the Staff of the BPU and the Division of the Ratepayer Advocate (RPA the

only other parties in tQis proceeding (the Parties)
,

1 The June 1 filing also included testimony, schedules and data that are responsive to and consistent

with the Minimum Filing Requirements (MFRs) for annual BGSS filings, pursuant to the Board's generic
BGSS Order in Docket No. GXOIO50304.
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5 On September 19, 2005, the Company submitted a letter request to Kristi Izzo

Secretary of the BPU, seeking the Board I s approval to shorten the 30-daynoticeperiod prior to

the price of natural gas. It was the stated position ofNJNO that a shorter notice period would

offer customers more accurate price signals about the forward prices from the New York

Mercantile Exchange (NY~X), especially the December and February contract prices which

are the months in which the self-implementing increases could be put-into effect In an order

dated October 3, 2005 in Docket No. 6XOI050304, the BPU approved that .request for NJNG

and the other local distribution companies in this state.

6. On November 10,200~,NJNGfiled a Motion for Emergent Rate Relief (Motion)

in this docket seekingBPU approval fora rate increase from the current after-tax rate of $0.9461

per thenn to an after-tax rate of $1.2597 per thenn. This proposed rate change would result in an

increase in the heating bill of the average residential customer using 100 therms a month from

$134.93 to $166.29, an increase of $31.36 or approximately 23.2 percent a month. NJNG sought

to have this proposed rate increase replace the self-implementing rate increase of up to 5 percent

that NINa could, otherwise, self-imp~ement on December , 2005. In addition, NJNG also sought

Board approval to self-implement, if necessary, an additional BOSS increase of up to 5% on.
February 1, 2006 with 15 days' potice to theBPU Staff and the Ratepayer Advocate. The

Company requested that the BPU retain and hear the Motion. NJNG asserted that the relief sought

2. Pursuant to a January 6, 2003 Order oftheBPU in Docket No. GXOI050304 (January 6 Order), a
mechanism was approved allowing local natural gas distribution companies (GDC) to self-implement two
price increases, if necessary, of up to 5 percent each tb be effective in the months of December and
February. Those increases are linked to the annual Basic Gas Supply Service (BGSS) filings that must be
made in June by each GDC and 5;ubjectto the notice and public hearing requirements for each annual
filing. Additionally, the order requires that the GDC provide 30 day notice to theBPU and the Division of
the Ratepayer Advocate (RPA) that such an increase will be im~lemented. These self-implementing

.3



in its motion was necessary due to the dramatic increases in wholesale natural gas prices across the

Since NJNG made its filing on Junecountry , 2005, whole;sale natural gas prices had increased

The 

NY1\1EX Strip average closing price on Mayby approximately 56 percent 2, 2005 used in

the June fi~ing was $7.15 per Dth for the October 2005 through September 2006 period. For this

same period, the November 4, 2005 NYMEX Strip average of settlement and futures prices used

for the November 10, 2005 Motion was $1 .2 per Dth

'7 A public hearing on the requested r.ate increase took place- on December 6, 2005, at

the Freehold Township Municipal Building in front of Bethany Roque-Romaine, BPU Ethics

Officer. Approximate)y eight members of the public attended the hearing and six commented in

opposition to the rate increase.

)n December 4, 2005, the BPU approved a stipulation agreed to by the PartiesI)

wherein the Parties agreed to the provisional increase in the rate as requested by NJNG in the

Motion. The Parties further agreed that NJNO would not self-implement any further BOSS rate

increases during the 2005-06 winter pe~od

9

'his 

matter was transferred to the Office of Administrative Law and assigned to

the Administrative Law Judge (AU) Diana C Sukovich, who conducted a telephonic conferenc(f

on JanlJary 20, 2006' Subsequently, the parties executed a partial stipulation agreeing to extend

2007the current NJNG incentive programs for one year through October 3 The AU issued

her Initial Decision and Order on February 10, 2006. The BPU approved the Partial Stipulation

by Order da,ted April!3, 2006 in the instant docket.

10. Because of decreased customer usage related to this winter's warmer than normal

weather that presented lower-cost wholesale natural gas purchasing opportunities, the Company

~ ~- ~ ~ ~-

BOSS price increases are provisional in nature, subject to review, true up and final approval in the subsequent
annual BOSS filing.

Li-



as provided for in BPU Docket No. GXO 1 050304,

as a result, the following agreement has been reached.

Specifically, the Parties STIPULATE AND AGREE that the issues raised in this

.
proceeding regarding the extension of incentive programs and BGSS costs have been examined

and are resolved, and'thatthe provisional BOSS r.ate of $1.25970 per therm on an after-t~basis

as approve,d by the BPl
This

.on December 14, 2005, shaU be deemed to be a final rate

agreement also makes final the 4.2 percent increase app!oved for an effective date of September

increase that NINO self -implementddon December 2004, pursuant to the January 6, 2003

Order of the BPU in Docket No.. GXOIO50304, Those earlier price changes are included in the

final BOSS rate.

13 The Parties further agree that this Stipulation fully disposes of all issues in

controversy in this proceeding. This Stipulation represents a mutual balancing of interests,

contains interdepend~ut provisions and, therefore, is intended to be accepted and approved in its

entirety In the event any provision of this Stipulation is pot accepted and approved in its

entirety by the Board, any Patty aggrieved thereby shall not be bound to proceed with this

Stipulation and shall have the right to litigate ail issues addressed herein to a conclusion More

particularly, in the event the Board, in any applicable order(s), does not adopt this Stipulation in

its entirety then any Party hereto is free to pursue its then available legal remedies with respect to

all issues addressed in this Stipulation as thougb1his Stipulation had not been signed,

5-



'.4 It is the intent of the Parties that the provisions hereof be approved by the Board as

The Parties further agree that they consider the Stipulation to bebeing in the public interest.

binding on them for all purposes herein

15 It is specifically understood and agreed that this Stipulation represents a

negotiated agreement and has been made exclusively for the purpose of tQese proceedings.

Except as expressly provided herein, neither NJNG, the Board, its Staff, nor the Ratepayer

Advocate shall be deemed to have approved, agreed to, or cQnsented to any principle or

methodology underlying or supposed to underlie any agreement provided herein
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By

By:

By

Date
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State of New Jersey
OFFICE OF ADMINISTRATIVE LAW

33 Washington Street
Newark, New Jersey 07102

(973) 648-6008

Date:

Re: Initial Decisions for Receipt

Receipt of the following decisions from the Office of Administrative Law (as well as a copy
of this form) is acknowledged as of the date indicated below:

GAL Docket No. PUC Case Name

Board of Public Utilities

2 Gateway Center

Newark, New Jersey 07102

Date -/ J ;.!.., I Lt {,,-"

NEW JERSEY IS AN EQUAL OPPORTUNITY EMPLOYER


